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place of public borrowing throughout the whole Australian
economy and relate it more clearly to other economic phe-
nomena, such as employment and monetary policy.

Apart from the Financial Agreement of 1927, the Com-
monwealth under Section 96 of the constitution may assist
the states by direct grants in terms prescribed by Parliament.
In 1901 Quick and Garran, the distinguished commentators
on the original constitution, considered that this section, was
intended "for use as a safety valve, not as an open vent; and
it does not contemplate financial difficulties any more than a
safety valve contemplates explosions.'1 Despite the modest
intentions of its inventors, the safety valve for more than
thirty years has been constantly used. The claimant states
of Tasmania, Western Australia, and South Australia, like
the Maritime Provinces in Canada, have suffered in one
degree or another from special disabilities, and have con-
sistently pressed for financial aid from the Commonwealth.
Dependent upon a few staple commodities sold abroad, they
are insecure as compared with the more populous and indus-
trial states. When swift market changes reduce commodity
prices, their public finances are thrown into confusion. In
the past, acute disturbances in their financial condition
occurred all the more readily because of extensive borrowing
for railways and other public works, necessary to settle the
land and to develop primary production. The inevitable
losses on such works were magnified after the First World
War, when1 the level of world prices for primary products
made land settlement a grim liability and motor transport
embarrassed the railways. Western Australia, struggling
under the difficulties of developing its semi-arid plateau,
suffered much from such losses, disrupting the equilibrium
of its public finances.
Their reliance upon staple commodities has limited the
benefit derived by the claimant states from such major
economic policies of the Commonwealth as the protective